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ABSTRACT
This research aims to analyze and obtain empirical evidence about the influence of fraud diamond (pressure, opportunity, rationalization, and capability) 
on fraudulent financial reporting in the public sector. Opinion on the financial statements of the district / municipal government in Indonesia is used as a proxy to indicate fraudulent financial reporting. The population used in this research is the district / municipal governments in Indonesia. The total samples are 437 district / municipal governments obtained through convenience sampling method. This research uses secondary data drawn from BPK's Audit Reports of 2014 and 2015 and BPK's Audit Results Summary of the First Semester (IHPS) of 2015. To analyze the data, this research uses logistic regression analysis with the SPSS 20.0 software tools. The results show that the factor of pressure, ie financial target that is proxied by percentage of budget realization has negative effect on fraudulent financial reporting; the factor of opportunity, ie related party transaction that is proxied by income transfers from the central government and internal control weakness that is proxied by audit findings of internal control systems in BPK's Audit Result Reports has positive effect on fraudulent financial reporting, ie the factor of capability that is proxied by changes of regent / mayor has positive effect on fraudulent financial
reporting, while the factor of pressure, ie external pressure that is proxied by local government capability of paying its liabilities (leverage) and the factor of rationalization that is proxied by previous year non-unqualified opinion has no significant effect on fraudulent financial reporting.
INTRODUCTION
Global economic order can never escape from a threat, called fraud. Any organization or entity should be wary of the threat. This is in line with the statement of the Association of Certified Fraud Examiner (ACFE, 2014) "Fraud is ubiquitous. It does not discriminate in its occurrence". No organization or entity has immunity to this threat. Various cases of fraud have become the headlines of both local and international media. The case is indiscriminate and may occur in either poor countries, developing countries, or developed countries. Several cases of fraud are most frequently reported to occur in private, particularly in financial and banking, sector. However, there are also some reports related to fraud occurring in government sector. This is quite ironic, because the government is supposed to be a tool for a country in enforcing the law and regulations, but some elements therein, in fact, commit fraud.
Stakeholders (the people and the legislature) always demand for accountability and transparency in state financial management by both central and local government. And these interests can be accommodated through good governance. Based on agency theory (Jensen and Meckling, 1976) , agency conflict or conflict of interest can occur between the legislature (principal) and the government (agent). These differences in interests, in turn, will lead to agency problems, one of which is fraud. To 
Government Internal Control System
Internal control system consists of policies, practices and procedures used by a company to achieve its four general objectives, namely:
securing corporate assets, ensuring the accuracy and reliability of the various records and accounting information, disseminating efficiency in the company's operations, and measuring compliance with policies and procedures established by management (Hall and Singleton, 2009 Research conducted by KPMG (2008) shows that the main factor that leads to fraud is a weak control system. This is consistent with KPMG's previous studies since 1993. In line with the study by KPMG, ACFE (2014) also finds that the weakness of the control system is the most common factor that contributes to fraud. According to Bell and Carcello (2000) , one of the determinants of fraud is a weak internal control environment. Thus, the finding of the weakness of the internal control system is used to measure the opportunity.
Based on these descriptions, the research hypothesis can be formulated as follows.
H2a: Income transfer has positive influence on fraudulent financial reporting. H2b: The weakness of internal control system has positive influence on fraudulent financial reporting.
Rationalization:
The previous years' financial statements that receive audit opinions other than unqualified opinion (non-unqualified opinion) Francis and Krishnan (1999) 
Hypothesis Test
Overall Fit Model Test than or equal to 50%, which means that this model has good prediction ability. The test results in Table 7 show that the variable of the ratio of local governments' Individual parameter significance test results in Table 7 show that the wald value of the variable of local government's capability 
Hosmer and LemeshowGoodness of fit Test

Simultaneous Significance Test
Budget absorption in fraudulent financial reporting (H1b)
Individual parameter significance test results in Table 7 show that β negative coefficient 
Individual parameter significance test results in Table 7 show that the β positive coefficient value is 1.217, wald value for the variable of Individual parameter significance test results in Table 7 show that the value of the β negative coefficient value is 0,199, wald value for the variable of internal control weaknesses (ICWCASE) is 27.989 with a significance value of 0.000. The significance value less than 0.10 means that H2b is received. So, it can be said that the variable of internal control weakness has significant positive influence on fraudulent financial reporting.
The results of this study are in line with the results of the study conducted by Bell and Carcello (2000) , KPMG (2008) , ACFE (2014) that conclude that one of the determining factors for the occurrence of fraud is a weak internal control environment. The results of this study are also consistent with the results of the study conducted by Aditya Pramudita (2013) and Rangga Nuh Apriadi and Fachriyah (2015) that the effectiveness of internal control system of employees in an agency can prevent the occurance of fraud in the government sector. The results of this research are in line with the results of the research conducted by Fira Fimanaya and Syafruddin (2014) and Luqi Santo Timor Andriana (2015) that the previous year audit opinion has no affect fraudulent financial reporting. Cressey (1953) and Carcello and Hermanson (2008) state that interview with perpetrators of fraud is the best / ideal way to find a rationalization / justification for fraud.
Factor of capability (changes of regional heads) in fraudulent financial reporting (H4) Individual parameter significance test results in Table 7 show that the β negatif coefficient value is -0.533, wald value for the variable of changes of regional head is 2,801 with significance value of 0.094. The significance value less than 0.10 but the direction is negative means that H4 is rejected. 
Control variable (total assets) in fraudulent financial reporting
Individual parameter significance test results in Table 7 show that the βpositif coefficient 
